BOSTON  PUBLIC  LIBRARY 


GOVDOC 

BRA 


3  9999  06583  590  0 


80S? 


THE  FISCAL  LEGISLATIVE  PACKAGE  OF 
THE  CITY  OF  BOSTON:   REVISITED 


665  R 


RnoT    Prop: 


THE  FISCAL  LEGISLATIVE  PACKAGE  OF 
THE  CITY  OF  BOSTON:  REVISITED 


Kevin  H.  White,  Mayor 

James  V.  Young, 
Deputy  Mayor  for  Fiscal  Affairs 

December  7,  1977 


_,J~-~-"Hi 


-rr-  rta 


*9  1  I  % 

\\\  '.       f  \ 

i\N         ill'        'I     ¥Ti 


FOREWORD 


"I  am  an  optimist.  It  does  not  seem  too  much  use  being  anything 
else".  These  words  of  Winston  Churchill  portray  our  feelings  as  we 
submit,  for  a  second  year,  a  fiscal  legislative  package  for  the  City  of 
Boston.  As  was  true  last  year,  the  legislative  package  is  a  combination 
of  proposed  management  reforms,  revenue  diversification  measures  and 
state  fiscal  responsibility  legislation.  As  was  also  true  last  year, 
the  legislative  package  is  only  a  partial  solution  to  the  fiscal  problems 
of  the  City  of  Boston  and  other  cities  and  towns  in  Massachusetts.  The 
ultimate  need  in  the  Commonwealth  is  for  significant  reduction  in  the 
reliance  on  the  property  tax  for  local  revenues.  This  reform  can  come 
about  only  when  the  state  has  the  willingness  to  provide  increased  state 
aid  for  local  property  tax  rate  reductions. 

In  the  ensuing  pages,  we  present  our  analysis  of  the  archaic  fiscal 
structure  of  Massachusetts.  Our  analysis  is  not  new  or  novel,  but  in 
fact  relies  on  the  evidence  from  reports  conducted  by  the  State,  from  a 
study  of  the  Federal  Reserve  Bank  of  Boston,  and  from  the  work  of  numerous 
economists.  Each  and  e^/ery  study  bemoans  the  level  of  the  property  tax 
in  Massachusetts,  and  urges  that  this  burden  be  taken  from  the  taxpayers 
in  the  cities  and  towns.  For  Boston,  three  statistics  point  to  the 
problem:  Boston  produces  22%  of  the  State's  Gross  Product,  has  11%  of 
the  State's  population,  but  must  support  urban/commuter  city  services 
with  only  6%  of  the  State's  taxable  property  —  the  only  tax  base  available 
by  law  to  the  city. 

While  we  await  the  willingness  of  the  State  to  finance  property  tax 
reform,  the  City  of  Boston  would  be  partially  assisted  with  passage  of 
the  legislation  recommended  in  this  report.  A  number  of  the  proposals 
are  new  to  this  year's  legislation,  others  are  revised  and  resubmitted 
from  last  year.  It  is  our  firm  view  that  the  resubmitted  proposals  are 
sound  fiscal  proposals  for  the  City  of  Boston  and  their  passage  only 
requires  the  Governor  and  the  Legislature  to  face  up  to  the  responsibility 
of  providing  Boston  some  fiscal  tools  for  revenue  reform  in  the  City. 
We  will,  once  again,  work  hard  for  these  proposals  and  for  significant 
property  tax  reforms  bearing  in  mind  the  wise  words  of  Benjamin  Franklin: 
"He  that  lives  upon  hope  alone,  will  die  fasting." 


Raymond  G.  Torto 
Special  Assistant  to  the 
Mayor  for  Tax  Policy 
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I.   Introduction 

In  fiscal  1977,  the  City  of  Boston  was  forced  to  increase  the 
property  tax  rate  by  an  historic  $56.20  or  28%.  Following  this  increase, 
unprecedented  attention  was  focused  on  the  City  and  its  fiscal  crisis  by 
the  media  and  public.  Conferences  were  held  at  the  universities,  reports 
and  articles  were  written,  and  even  one  headline  predicted  Boston's 
imminent  bankruptcy.  The  Administration  of  the  City  took  the  initiative 
on  two  fronts.  One  was  to  pare  expenditures  and  employees,  the  other, 
to  submit  legislation  for  fiscal  reforms.  One  year  later,  Boston  was 

able  to  announce  that  it  had  weathered  the  storm  and  the  fiscal  1978  tax 

(1) 
rate  was  unchanged.    The  City's  successful  voyage  through  the  storm 

was  due  to  the  budget  and  management  reforms  that  were  followed  in 

fiscal  1977.  The  initiative  for  legislative  reform  was  described  by  one 

legislative  chairman  as  the  "best  and  most  thorough  package  ever  submitted 

by  the  City",  but  nothing  more  than  kind  words  came  from  the  legislature 

for  our  efforts. 

While  continued  budgetary  and  management  efforts  can  keep  the  ship 

afloat,  they  do  not  address  Boston's  major  fiscal  problem,  overreliance 

on  a  single  tax  base.  Reform  of  this  issue  requires  and  demands  State 

House  action.  The  fiscal  legislative  package  submitted  by  the  City  this 

year  is  a  partial  solution.  The  ultimate  solution  requires  new  state 

aid  in  significant  amounts  so  that  all  cities  and  towns  in  Massachusetts 

can  reduce  their  property  tax  rate  levels. 


rn 

While  there  was  no  increase  in  the  property  tax  rate  in  Boston  in 
fiscal  1978,  preliminary  data  indicates  that  property  taxes  across  the 
Commonwealth  are  increasing  by  approximately  10%  this  year. 


In  the  following  pages  we  will  study  Boston's  fiscal  structure, 
beginning  first  with  an  overview  of  the  budget  and  management  policies 
of  the  City,  followed  by  an  analysis  of  the  revenue  structure.  A 
review  of  the  policy  options  available  to  Boston  and  a  status  report 
of  the  1977  fiscal  legislative  package,  together,  with  a  summary  of 
the  1978  legislative  package,  is  presented  in  Sections  IV  and  V.  An 
appendix  which  provides  a  statistical  profile  of  the  City  is  attached. 


II.  Budget  and  Management  Policies:  An  Overview 

During  the  1977  fiscal  year,  unexpected  decreases  in  state  and 
federal  aid,  combined  with  increased  school  costs,  forced  the  City  to 
increase  a  historically  stable  tax  rate  by  28%,  from  $196.20  per  $1,000 
valuation  to  $252.90  per  $1,000.  At  that  time,  the  Mayor  implemented  a 
policy  to  accelerate  his  austerity  program  of  cost  cutting,  management 
improvement  and  employee  attrition  which  had  been  in  effect  since  1972. 
In  terms  of  employee  attrition,  this  program  has  reduced  the  number  of 

personnel  under  the  Mayor's  control  by  21%  from  16,211  to  this  year's 

(1) 
goal  of  12,868,  for  a  reduction  of  3,343  employees. 

Table  I  shows  the  number  of  city,  school  and  county  personnel  from 

fiscal  year  1972  through  fiscal  year  1978. 


TABLE 

I:  Numbc 

»r  of  Employees 

1972 

1973 

1974 

1975 

1976 

1977 

1978  Projected 

City 

School 

County 

16,211 
8,159 
1,366 

15,617 
8,323 
1,386 

14,225 
7,704 
1,398 

14,388 
7,910 
1,330 

14,173 
7,744 
1,545 

13,534 
7,988 
1,584 

12,868 
M.A. 
N.A. 

Source:  Auditing  Department;  Boston. 
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These  numbers  do  not  include  employees  under  the  control  of  the  School 
Committee  and  Suffolk  County. 
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This  program  had,  in  the  past,  resulted  in  four  years  of  a  stabilized 
tax  rate.  Acceleration  of  austerity  was  intended  to  stabilize  the  new 
$252.90  tax  rate;  such  stabilization,  however,  comes  in  a  period  of 
inflation,  increasing  debt  costs  and  a  growing  pension  burden  which 
requires  additional  sources  of  revenue  just  to  cover  normal  operating 
cost  growth.  Loss  of  employees  through  attrition,  for  example,  adds  to 
the  City's  pension  cost  as  retired  employees  withdraw  their  contributions 
because  the  pension  program  is  unfunded  and  must  be  paid  out  of  operating 
costs. 

In  addition,  statutory  requirements  that  school  costs  not  be  cut 
below  the  previous  year's  costs,  even  with  declining  enrollments,  results 
in  a  major  part  of  the  City's  budget  (33%)  being  out  of  the  administration's 
control  and  not  directly  effected  by  management  improvement  or  cost 
cutting  policies. 

Nevertheless,  the  accelerated  policy  of  cost  cutting  and  management 
improvement  has  successfully  stabilized  the  tax  rate  for  the  1978 
fiscal  year. 

The  basic  numbers  for  calculating  the  1978  tax  rate  and  comparing 
it  to  the  1977  rate  are  presented  in  Table  II. 

TABLE  II:  The  Tax  Rate  in  Brief 

Increase 
FY  1977  FY  1978       (Decrease) 

Estimated  expenditures  $  661,093,852  $  680,362,806  $  19,268,954 

Non-property  tax  revenue  237,447,804  267,832,989  30,385,185 

Net  requirements  423,646,048  412,529,817  (11,116,231) 

Overlay  reserve  22,722,452  28,780,683  6,058,231 

Property  tax  levy  446,368,500  441,310,500  (5,058,000) 

Assessed  valuation  1,765,000,000  1,745,000,000  (20,000,000) 

Tax  rate  252.90  252.90 


Source:  Boston  Municipal  Research  Bureau  Special  Report 
September  30,  1977. 
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What  these  aggregate  numbers  do  not  show  is  that  the  fiscal  1978  tax 
rate  was  held  to  $252.90  per  $1,000  for  three  key  reasons: 

1.  An  increase  of  $20  million  in  previously  lowered  state 
aid  (an  uncontrollable  source  of  revenue). 

2.  Improved  management  and  collection  procedures  by  City 
departments  worth  $8.5  million. 

3.  Reorganization  of  the  Water  and  Sewer  Commission,  saving 
the  City  over  $35  million. 

Increased  State  Aid.  In  fiscal  1977,  the  City  lost  over  $29.3 
million  in  state  aid.  This  loss,  combined  with  the  State's  decision  not 
to  pay  Boston  City  Hospital  $18  million  for  welfare  patients  on  general 
relief  (a  payment  which  had  been  made  annually  since  1968  as  part  of  the 
State's  assumption  of  welfare)  cost  the  city's  taxpayers  $47  million  and 
accounted,  in  a  large  part,  for  almost  one  half  of  the  1977  tax  rate 
increase  of  $50.  This  year,  however,  the  State  provided  about  $20 
million  more  than  last  year's  payment,  including  $6  million  more  in 
local  aid  and  $10  million  more  for  school  aid.  No  payments  were  made 
for  City  Hospital  patients  on  relief,  however. 

Improved  management  and  collection  procedures.  Between  1972  and 
this  year,  more  than  3,000  city  employees  were  cut  from  the  City  budget 
to  help  stabilize  the  tax  rate  in  a  time  of  generally  rising  costs. 
Inflation  between  1972  and  1977  was  over  40%,  while  nonschool  city  costs 
increased  by  only  6%   during  the  same  period. 

Aggressive  enforcement  of  tax  collection  and  increased  fees  resulted 
in  an  increase  in  revenues  of  $8.5  million.  In  addition,  improved 
internal  accounting  control  procedures  were  initiated  to  aid  in  the 
curtailment  of  unexpected  costs  and  unnecessary  deficit  financing  and  to 
strengthen  Boston's  credit  standing. 


Reorganization  of  the  Water  and  Sewer  Commission.  Special  home 
rule  legislation  submitted  by  the  Mayor  and  approved  by  the  City  Council 
and  the  State  Legislature  in  1977,  created  an  independent  Water  and 
Sewer  Commission  which  is  required  to  operate  without  deficit.  In  the 
past,  water  and  sewer  costs  were  in  great  part  paid  by  City  taxpayers 
and  were  not  fully  paid  by  fees  and  charges.  This  meant  that  large 
users  and  tax  exempt  institutions  were  being  supplemented  by  the  City's 
taxpayers.  Long-term  debt  of  $25  million  and  an  annual  deficit  of  $10 
million  will  be  assumed  by  the  new  commission,  saving  the  City  $35 
million  in  fiscal  year  1978  and  $10  million  in  subsequent  years. 

These  two  cost  cutting  actions  will  have  relatively  limited  long- 
term  effect  on  the  City's  total  budget,  however,  because  they  were,  in 
great  part,  only  one  time  events.  These  help  in  making  up  for  the 
events  which  accounted  for  the  major  tax  increase  in  fiscal  year  1977 
but  they  can  not  be  counted  on  to  provide  long-term  stability  to  Boston's 
revenue  and  cost  picture  for  several  reasons. 

1.  Many  costs  are  not  within  the  control  of  the  City  administration. 
School  costs,  for  example,  have  increased  by  134%  between  1972  and 

1977,  while  city  budget  costs  only  increased  6%  during  the  same  period. 
Other  uncontrollable  costs  -  pension  funding,  binding  arbitration, 
employee  wage  settlements,  debt  financing  costs,  and  changes  in  State 
reimbursement  for  education  costs  and  for  state  aid  -  can  all  combine  to 
make  the  continued  stabilization  of  the  city  tax  rate  nearly  impossible. 

2.  Inflation  will  force  up  those  costs  which  the  City  adminis- 
tration can  control.  The  Mayor  has  been  cutting  employees  and  departmental 
costs  since  1972.  Eventually,  the  City  will  reach  the  point  where 
further  cuts  are  impractical  if  services  are  to  be  continued.  At  that 
point,  the  continuing  effects  of  inflation  will  take  effect. 


For  continued  stabilization  of  taxes,  additional  sources  of  revenue 
are  necessary.  These  additional  sources  could  come  through  increased 
state  aid,  more  federal  funding  or  through  locally  imposed  taxes  on  the 
nonpaying  sectors  of  Boston's  economy,  commuters,  and  tax  exempts. 
These  three  options  will  be  discussed  further  in  the  following  sections. 


III.  The  Revenue  Structure  in  Massachusetts 

The  Massachusetts  fiscal  structure  forces  the  State's  cities  and 

(1) 
towns  to  overrely  on  the  property  tax  to  raise  their  revenues. 

Boston,  for  instance,  raises  over  61%  of  its  local  revenue  from  this 

single  tax.  By  contrast,  in  the  nation's  49  largest  cities,  the  average 

(2) 
reliance  on  the  property  tax  is  41.3%.    Moreover,  a  Boston  Redevelop- 
ment Authority  study  has  shown  that  of  the  30  largest  cities  in  America, 
Boston  is  the  only  one  with  a  single  source  of  taxing  power. 

The  result  of  relying  on  a  single  source  of  taxation  is  that  the 

(3) 
source  becomes  overtaxed.  Currently,  the  effective  tax  rate   in 

Boston  is,  on  average,  9.2%  and  as  high  as  12%  on  industrial  property. 

A  high  effective  property  tax  rate  destroys  the  tax  base  and  adversely 

affects  long-term  economic  growth.  For  example,  if  the  Commonwealth  of 

Massachusetts  had  only  the  sales  tax  as  a  revenue  source,  the  rate  of 

that  tax  would  have  to  be  about  31%  to  raise  all  of  the  revenue  which 

the  state  now  requires.  Clearly,  this  tax  would  destroy  its  base  — 

retail  sales. 


TT) 

Many  studies  have  concluded  this.  For  example,  Michael  S.  Dukakis, 
Governor,  An  Economic  Development  Program  for  Massachusetts,  August, 
1976,  pp.  45-46.  Federal  Reserve  Bank  of  Boston,  Options  for  Fiscal 
Structure  Reform  in  Massachusetts,  March,  1975  pp.  236  plus  appendices. 
Governor's  Task  Force  on  Metropolitan  Development  Equity  and  Choice,  pp. 
52  plus  appendices.  Master  Tax  Commission.  Tentative  Proposals  for  a 
Master  Tax  Plan  for  the  Commonwealth,  October,  1970,  p.  34.  The  most 
recent  is  the  Massachusetts  Growth  Policy  Report,  City  &  Town  Centers: 
A  Program  for  Growth,  pp.  55-57  and  82-85. 

(2) 

Robert  D.   Reischauer  "The  Federal   Government's  Role  in  Relieving 
Cities  of  the  Fiscal  Burdens  of  Concentrations  of  Low-income  Persons." 
National  Tax  Journal .     September,  1976.     p.   301. 

(3) 

The  effective  tax  rate  is  the  percent  of  the  value  of  property  paid 
in  property  taxes.  Without  compounding,  a  10%  effective  tax  means  that 
the  value  of  property  is  paid  in  taxes  in  10  years. 


The  property  tax  has  been  criticized  on  many  grounds — its  inter- 
jurisdictional regressivity,  its  inelasticity  in  relation  to  economic 
growth,  and  its  disincentive  effects  on  investment  and  improvement  in 
real  property.     In  Boston,  conditions  unique  to  the  City  compound  these 
problems. 

A  substantial  amount  of  property  in  Boston  is  tax-exempt,  as  man- 
dated by  the  Commonwealth.     Boston,  as  the  State  Capital,  as  well  as  the 
academic  and  medical  center  for  the  region  and  the  nation,  has  naturally 
attracted  a  disproportionate  share  of  tax-exempt  institutions.     Admittedly, 
tax-exempt  property  generates  many  benefits  to  the  City.     The  hospitals 
and  universities  contribute  to  Boston's  place  as  a  center  of  science, 
learning  and  culture.     They  attract  visitors  and  students  who  spend 

money  in  the  retail  and  service  sectors,  and  their  expansion  programs 

(1) 
contribute  similar  benefits  to  the  City. 

Despite  these  benefits  to  the  City's  economy,  such  property, 
obviously,  is  a  fiscal  liability.     Tax-exempt  property  uses  City  services, 
but  does  not  contribute  to  their  financial  support. 

In  1977,  approximately  58%  of  the  City's  total  assessed  valuation 

consisted  of  exempt  property.    This  percentage  has  been  expanding  over 

the  years.     For  example,  in  1950  it  was  30%;  in  1960,  40%;  and  in  1970, 

54%.     Moreover,  the  valuation  of  exempt  property  has  been  growing  at  a 

considerably  faster  pace  than  that  of  taxable  property.     The  annual 

growth  rate  of  the  valuation  of  tax-exempt  property  between  1945  and 

1972  was  5%,  while  it  was  only  .5%  for  taxable  property.     As  a  result  of 

this  imbalance,  the  taxpayers  of  Boston  bear  the  costs  of  public  services 

consumed  by  the  tax-exempt  sector. 

IT) 

The  retail  sales  and  jobs  created  do  provide  direct  tax  revenue,  but 
only  to  the  state  which  has  sales  and  income  taxes. 


Table  III  illustrates  the  valuation  breakdown  of  exempt  properties. 
The  properties  may  be  divided  into  two  categories:  those  which  serve 
only  City  users,  and  those  which  serve  a  wider  clientele.  Generally, 
property  classified  as  state,  federal,  literary,  scientific,  or  chari- 
table can  be  said  to  serve  a  wider-than-local  group  of  people.  State 
and  federal  agencies  provide  services  to  the  entire  metropolitan  region. 
The  universities,  museums  and  symphony  attract  students  and  visitors 

from  beyond  the  region;  and  the  hospitals  provide  care  to  people  from 

(1) 
the  region,  the  state  and  the  nation. 

Another  condition  which  has  affected  Boston's  tax  base  is  the 

shifting  dependence  of  the  City's  economy  from  manufacturing  onto 

(2) 
services.    The  service  sector,  because  it  requires  less  capital 

investment  (or  property  wealth)  per  worker  than  does  manufacturing, 

makes  a  smaller  contribution  to  the  tax  base.  Thus,  because  service 

sector  growth  is  reflected  in  jobs  and  income,  rather  than  in  property 

wealth,  its  expansion  in  Boston  has  not  been  commensurately  transmitted 

to  the  property  tax  base.  The  property  tax,  then,  is  relatively  unre- 

(3) 
sponsive  to  Boston's  economic  growth.    The  Commonwealth,  however, 

with  its  sales  and  income  taxes,  captures  revenue  from  this  growth.  It 

is  estimated  that  about  22%  ($617m)  of  the  State's  revenue  come  from 

Boston. 


XT) 

Example:     Of  all   inpatients  at  Boston  private  hospitals,  approxi- 
mately 33%  are  Boston  residents.     On  the  other  hand,  87.5%  of  the  in- 
patients at  Boston  City  Hospital  are  Boston  residents.     The  private 
hospitals  in  Boston  are  clearly  a  regional  service. 

(2) 

The  share  of  jobs  in  office  buildings  has  increased  dramatically; 
rising  from  28%  in  1950  to  over  40%  of  all  jobs  in  1974. 

(3) 

The  financial  inducement  for  location  and  construction  in  the  City  as 
provided  by  Chap.  121A  also  retards  the  transmission  of  economic  growth 
to  the  tax  base. 
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An  additional   problem  of  the  property  tax  is  that  it  does  not  reach 
the  commuters  who  regularly  use  the  City's  services,  but  who  live  outside 
the  City.     Although  they  benefit  from  services  such  as  fire  and  police 
protection  and  sanitation,  commuters  do  not  pay  for  them.     Moreover, 
commuters  hold  approximately  two-thirds  of  the  jobs  in  Boston,  and  a 

recent  study  has  shown  that  the  same  proportion  holds  true  in  the  City's 

(1) 
new  office  towers.  The  study  also  shows  that  suburban  residents  hold 

(2) 
higher  paying  and  more  skilled  jobs  than  do  Boston  residents. 

The  zoning  practices  of  suburban  communities  compound  these  problems. 
Studies  have  shown  that  many  towns  zone  their  land  to  exclude  multiple- 
family  dwellings  and  low-income  housing.     The  result  is  that  Boston, 

with  19%  of  the  population  of  the  metropolitan  area,  has  41%  of  all  the 

(3) 
poor.  Towns  with  high  land  costs  and  expensive,  single-family  homes 

can  maintain  a  substantial   tax  base  with  relatively  low  expenditure 

IT) 

Robert  Earsy  and  Kent  Col  ton.  Boston's  New  High-Rise  Office  Buildings: 
A  Study  of  the  Employees  and  their  Housing  Preferences.  Boston  Redevelop- 
ment Authority,  July,  1974. 

(2) 

The  report  stated:  "There  appear  to  be  a  number  of  reasons  why  the 
(more  affluent  office  worker)  households  prefer  not  to  live  in  Boston. 
However,  the  primary  factor  relates  to  a  basic  attitude  and  preference 
toward  suburban  living  encompassing  perhaps  a  combination  of  both  reality 
and  myth;  a  lack  of  crowding,  abundance  of  open  space,  better  public 
schools,  and  similar  factors."  (Earsy,  op.  cit.,  p.  76). 

(3) 

Many  times  the  old  cities  of  the  northeast  are  compared  with  the 
newer  cities  of  the  south  and  southwest.  The  latter  are  not  experiencing 
serious  fiscal  problems  and  usually  have  lower  expenditures  per  capita. 
However,  what  is  usually  not  pointed  out  is  the  newer  cities  have  annex- 
ation powers.  This  means  that  as  jobs  and  residents  move  out,  the  city 
can  extend  its  borders.  Hence,  in  Houston  or  Memphis  the  central  city 
population  as  a  percent  of  the  SMSA  population  is  62%  and  81%,  respectively. 
In  Boston,  it  is  19%.  In  the  words  of  George  Petersen  (op.  cit.): 
"...(T)he  old  cities  suffer  from  much  higher  rates  of  outmigration  from 
the  urban  core.  Yet  their  boundaries  have  proven  least  capable  of 
adjusting  to  follow  the  outward  migration  of  economic  activity.  As  a 
result,  the  declining  cities  have  been  saddled  with  tax  bases  that  are 
less  valuable  than  those  enjoyed  by  the  rest  of  their  metropolitan  areas 
and  with  public  sector  operating  expenses  that  are  much  higher."  p.  78. 
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needs  and  low  effective  tax  rates.  In  urban  centers,  which  are  con- 
strained in  their  revenue  sources  and  burdened  with  the  responsibility 
of  providing  services  to  the  poor,  need  outstrips  the  capacity  of  the 
tax  base.  The  result  is  that  urban  centers  have  high  effective  tax 
rates  with  low  tax  capacity  as  measured  by  median  income.  The  imbalance 
grows,  fueled  by  the  overreliance  on  a  single  tax  source.  (See  Table  IV 
for  a  sample  of  cities  and  towns.) 

TABLE  IV:  Effective  Tax  Rates  in  Selected  Cities  and  Towns: 


Ci  ti  es 

Boston 
Chelsea 
Maiden 
Salem 

Towns 

Dover 
Lincoln 
Marblehead 
Weston 


The  coming  impact  of  the  Sudbury  decision  of  the  Supreme  Judicial 
Court  brings  an  additional  concern,  especially  for  the  City  of  Boston. 
Bringing  all  assessed  values  in  the  City  up  to  100%  of  market  value  will 

shift  a  significant  amount  of  the  current  tax  burden  onto  residential 

(1) 
property  and  the  newest  commercial  developments.    Some  recent  estimates 

show  that  the  average  tax  bill  on  single-family  homes  in  Boston  will 

increase  70%  as  a  result  of  revaluation.  This  increased  tax  burden  on 

residential  properties  may  reduce  property  values,  discourage  home 

maintenance  and,  possibly,  stimulate  movement  to  the  suburbs.  The 

ID 

Daniel  Holland  and  Oliver  Oldman.  "Estimating  the  Impact  of  100% 
Revaluation",  Boston  Urban  Observatory,  1974. 
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(1977) 

Effective  Tax 

Rates 

Median  Incomes 
(1969  Census) 

9.2% 
8.7 
6.4 
5.5 

$  9,133 

8,973 

10,204 

9,861 

2.3% 
2.6 
2.8 
3.2 

$22,716 
17,558 
14,222 
23,530 

phenomena  would  have  a  negative  impact  on  the  City's  social  fabric  and 
further  aggravate  its  fiscal  condition.  The  impact  of  revaluation  would 

be  substantially  reduced,  however,  if  reliance  on  the  property  tax  were 

(1.  2) 
lower. 


ID 

This  same  problem  has  occurred  in  many  of  the  other  cities  of  the 
Commonwealth.  There  has  been  citizen  uproar  in  Woburn  and  Newton,  and 
similar  demonstrations  by  angry  citizens  can  be  expected  as  revaluation 
is  implemented  in  other  cities  this  fiscal  year.  For  a  study  of  the 
impacts  for  each  of  the  cities  and  towns  in  Massachusetts  see  W.  Wheaton 
The  State-Wide  Impact  of  Full  Property  Revaluation  in  Massachusetts. 
Federal  Reserve  Bank  of  Boston.  May,  1975. 

(2) 

Another  way  of  mitigating  the  consequences  of  revaluation  is  the 
passage  of  an  amendment  to  the  constitution  to  allow  property  to  be 
assessed  differently  by  use.  This  amendment,  the  so-called  classifi- 
cation amendment,  will  be  the  subject  of  a  forthcoming  report  (and 
legislation)  prepared  by  the  Fiscal  Affairs  Department. 
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IV.  Policy  Options  Available  to  Boston 

Although  budgetary  and  management  efforts  in  fiscal  1978  helped 
Boston  weather  the  storm,  further  cost  cutting  in  face  of  a  continuing 
inflation  of  6%  to  6J$  annually,  is  not  a  viable  solution.  The  City 
needs  structural  reform  on  the  revenue  side  of  the  fiscal  coin.  For  the 
economist,  this  is  called  revenue  diversification  which  can  occur  in 
three  ways: 

(1)  State  assumption  of  functions  or  programs  previously  financed 
by  local  governments.  In  this  way  broad-based  state  taxes 
would  pay  for  certain  functions  and  local  property  taxes  could 
be  reduced. 

(2)  Increased  state  aid  to  localities.  This  would  reduce  the  need 
to  raise  funds  locally  from  the  property  tax. 

(3)  Authorization  for  local  governments  to  employ  sources  other 
than  the  property  tax  for  raising  revenues.  Generally,  local 
sales,  income,  or  special  excise  taxes  are  used. 

Nationally,  there  has  been  a  gradual,  but  steady  movement  toward  a 

diversified  revenue  structure  for  local  governments.  At  present,  4,300 

municipalities  in  26  states  impose  a  general  sales  tax;  approximately 

(1) 
4,200  localities  in  10  states  have  a  local  income  tax.    Because 

Massachusetts  employs  only  the  property  tax,  the  Commonwealth  ranks  42nd 

among  the  states  on  the  basis  of  a  balanced  state-local  use  of  personal 

(2) 
income,  general  sales  and  property  taxes. 

The  proposals  in  the  legislative  package  submitted  by  the  City  in 

fiscal  1977,  aimed  at  diversifying  the  revenue  sources  for  the  City. 

The  package  we  proposed  was  divided  into  three  subgroups: 


TD 

Advisory  Commission  on  Intergovernmental  Relations.  Local  Revenue 
Diversification.  Washington,  D.C.  October,  1974.  pp.  13-14. 

(2) 

A  city  income  tax  for  Boston  was  studied  but  not  proposed  because 
such  a  local  income  tax,  not  uniform  across  the  state,  raised  serious 
constitutional  questions.  A  city  sales  tax  was  not  proposed  because  of 
the  smallness  of  the  retail  area  in  the  city  vis-a-vis  that  of  the 
region. 
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(1)  Revenue  Collection  Package.  This  package  proposed  to  improve 
revenue  collections  under  the  property  tax  and  excise  systems 
now  in  place.  The  role  of  the  state  as  the  sovereign  power  in 
state-local  finance  was  exemplified  by  the  need  for  state 
approval  for  changes  in  local  revenue  collection  procedures. 

(2)  Revenue  Diversification  Package.  This  package  presented  some 
options  for  local  governments  for  providing  alternative 
revenue  sources  to  the  property  tax.  This  package  was  based 
on  the  principle  that  local  governments  should  be  allowed  to 
diversify  their  revenue  base. 

(3)  State  Fiscal  Responsibility  Package.  This  set  of  proposals 
sought  to  have  the  Commonwealth  recognize  its  responsibility 
to  pay  for  certain  state-mandated  costs. 

The  goals  of  the  legislative  package  were: 

—  To  reduce  the  reliance  on,  and  level  of,  the  property  tax. 

--  To  reduce  the  fiscal  disparities  between  poor  and  rich  communities. 
--  To  commit  the  state  to  specific  program  responsibilities. 
--  To  modify  local  aid  formulas  to  emphasize  nonschool  measures 
of  need. 

-  To  recognize  and  to  ameliorate  the  special  problems  of  central 

cities. 
As  of  early  December,  1977,  the  scorecard  on  the  1977  legislative 
package  of  the  City  of  Boston  is  not  encouraging.  From  a  total  dollar 
value  of  $140  million  worth  of  relief  for  the  City,  only  $700,000  was 
passed  by  the  Legislature  and  signed  by  the  Governor.  All  of  the 
legislation  passed  was  in  the  management  category  which  was  often  referred 
to  in  the  press  as  the  "bits  and  pieces"  legislation.  This  is  an  adequate 
description  of  what  in  fact  the  City  received  from  its  legislative 
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package.     A  brief  summary  of  each  piece  of  legislation  submitted  in  1977 
is  given  in  Table  V  together  with  its  dollar  value  and  current  status. 
It  is  not  joyful  reading  for  the  City  administration  or  the  citizen's  of 
Boston. 
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V.   The  Fiscal  Legislative  Package:  1978 

The  fiscal  legislative  package  of  the  City  of  Boston  for  1978 
builds  upon  the  1977  package.  Some  of  the  1978  legislative  proposals 
are  either  revised,  improved  or  resubmitted  versions  of  the  1977 
legislation.  Others  are  new  proposals  from  the  City  of  Boston.  In  the 
following  pages  each  of  the  pieces  of  legislation  submitted  are  briefly 
summarized.  In  total  the  yield  is  $81.5  million.  One  special  note  is 
that  where  possible  the  route  for  legislation  will  be  via  home-rule.  In 
this  way,  legislative  changes  which  we  are  requesting  will  only  affect 
Boston  and  not  other  cities  and  towns. 
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1978  FISCAL  LEGISLATION  OF  THE  CITY  OF  BOSTON 

Group  I:  Revenue  Collection  Legislation 

1)  A  Revision  of  Tax  Taking  and  Tax  Sale. 

This  is  a  modernizing  of  Sections  40-57  of  Chapter  60  and  is 
designed  to  expedite  the  collection  of  taxes  from  delinquent  real 
estate.  The  revision  is  the  first  complete  rewriting  of  these 
sections  in  forty  years  and  thus  streamlines  and  coordinates  all 
the  individual  changes  made  since  the  last  comprehensive  revision. 
The  revision  facilitates  the  use  of  tax  sales  by  which  the  City  may 
exchange  its  right  of  foreclosure  for  cash  and  at  the  same  time 
avoid  the  bureaucratic  headache  of  foreclosure.  Yield:  $.5  million. 

2)  A  Revision  of  Foreclosure  Procedures. 

This,  like  the  above,  is  a  modernization  of  Sections  61-86  of 
Chapter  60.  Currently,  the  foreclosure  on  property  is  a  relatively 
weak  remedy  for  tax  collecton  because  it  is  so  cumbersome.  The 
delays  attendant  upon  the  present  system,  make  a  poor  tool  for 
foreclosure  collection.  This  revision  will  provide  for  speedier 
and  more  efficient  use  of  this  remedy.  Yield:  $.5  million. 

3)  Some  Minor  Changes  to  Chapter  60. 

In  line  with  the  two  major  revisions  above  there  will  be  some 
minor,  mostly  technical  changes  to  Chapter  60  which  will  clarify 
and  simplify  this  chapter.  Yield:  nominal. 

4)  The  Lien  Power  for  the  Collector. 

This  legislation  will  provide  the  collector  with  the  power  to 
execute  liens  against  all  property,  tangible  and  intangible,  of  a 
delinquent,  whether  or  not  that  property  is  or  could  be  taxed. 
This  power  gives  the  collector  an  important  remedy  against  delinquents 
who  have  good  assets  segregated  from  the  taxed  property.  It  will, 
for  example,  allow  the  collector  to  attack  bank  accounts.  Yield: 
$.25  million. 

5)  Cumulative  Tax  Bill . 

This  is  a  significant  change  from  current  statutes  in  that  any 
taxes  owing  on  a  property  from  prior  years  become  added  to  the  tax 
bill  for  the  current  year.  It  allows  the  collector  to  show  the 
full  delinquency  on  a  parcel  on  each  new  bill  (which  she/he  cannot 
do  now)  and  to  make  new  owners  fully  aware  of  the  taxes  outstanding 
on  the  newly  purchased  property.  Yield:  nominal. 
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6)  Payment  of  Taxes  as  a  Condition  for  Certificate  of  Occupancy. 

This  proposal  requires  that  for  all  commercial  or  income 
property  (e.g.  non-owner  occupied  four  units  and  up  for  residential 
property)  the  certificate  of  occupancy  granted  by  the  Building 
Department  is  conditioned  upon  payment  of  taxes.  This  power  is 
needed  to  keep  straw  ownership  from  shielding  the  "lessee"  from  the 
consequences  of  nonpayment  of  taxes.  Yield  $.25  million. 

7)  Trustee  Liability  for  Taxes. 

In  a  law  passed  in  1977  which  goes  into  effect  on  1  July  1978 
trustees  are  exempted  from  personal  liability  for  claims  against 
the  trust.  It  seems  that  this  will  exempt  trustees  from  liability 
for  taxes  against  property  in  the  trust  where  the  trust  is  insufficient 
to  pay  the  liability.  This  proposal  will  explicitly  hold  the 
trustee  liable  and  thus  avoid  a  situation  where  creating  a  trust 
can  eliminate  the  personal  liability  nontrust  property  ownership 
incurs.  Yield:  prevent  a  loss  up  to  $1  million. 

8)  Debt  Management:  Line  of  Credit;  Investment  of  Proceeds  of 
TANS  &  BANS;  and  No  Par  Sale  of  Bonds. 

Under  three  pieces  of  proposed  legislation,  the  City  would  be 
permitted  to  borrow  or  arrange  lines  of  credit  at  the  outset  of 
each  year  for  the  total  amount  of  borrowing  required  (line  of 
credit  legislation).  Such  borrowings  would  cover  all  or  most  of 
the  year's  short-term  cash  needs  at  one  time  and  would  therefore  be 
large  enough  to  be  issued  in  national  markets.  This  would  enable 
the  City  to  seek  out  more  competitive  rates  and  then  to  reinvest 
the  proceeds  of  these  notes,  which  were  not  needed  immediately,  at 
higher  rates  until  the  funds  were  needed  (investments  or  TANS 
proceeds  legislation).  Such  an  ability  would  not  only  improve  the 
efficiency  of  the  City's  borrowing  but  also  reduce  costs. 

Under  this  legislation  the  City  would  continue  to  meet  the  IRS 
regulations  on  such  practices. 

The  ability  to  issue  notes  below  par  would  increase  the  City's 
ability  to  market  its  notes  to  a  broader  range  of  lenders  and  thus 
further  reduce  the  cost  of  borrowing  (no  par  sale  of  bonds  legis- 
lation). Yield:  nominal. 

9)  Renewal  of  Motor  Vehicle  Registration  Contingent  Upon  Payment 
of  Motor  Vehicle  Excise  and/or  Parking  Fines. 

The  legislation  simply  states  that  the  Registrar  of  Motor 
Vehicles  shall  refuse  to  register  any  vehicle  on  which  he  has 
received  notice  of  failure  to  pay  excise  taxes  or  parking  fines. 
Yield:  $1.5  million. 
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10)  Parking  Violations  Bureau. 

The  legislation  eliminates  some  of  the  fourteen  agencies 
involved  in  parking  violations  and  brings  the  rest  together  under 
one  new  authority,  the  Parking  Violations  Bureau.  This  Bureau  will 
record  and  collect  both  tickets  and  payments,  provide  hearings  for 
violators  seeking  redress  and  monitor  enforcement.  It  will  bring 
collection  and  adjudication  functions  under  a  central  authority 
which  will  ensure  equal  treatment  to  all  violators  and  will  offer  a 
manageable  and  effective  method  of  addressing  delinquency.  Yield: 
$5  million. 
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Group  II:  Revenue  Diversification 

1)  A  Parking  Excise  on  the  Use  of  Off-Street  Non-Residential 
Parking  Facilities^ 

The  parking  excise  is  to  be  levied  on  the  use  of  unmetered, 
non-residential,  off-street  parking  provided  for  consideration  in 
those  areas  of  a  city  or  town  deemed  to  be  a  "traffic-impacted 
area".  The  purpose  of  the  excise  is  both  to  be  a  revenue  producer 
and  to  allocate  parking  spaces  in  the  impacted  area.  The  latter 
should  lead  to  a  reduction  in  downtown  traffic  congestion  and  to 
more  efficient  use  of  automobile  and  mass  transit  modes.  For 
Boston,  the  impacted  area  is  essentially  the  downtown  area  within 
Massachusetts  Avenue  and  the  Fenway  Park  area.  The  yield  is  $10 
million. 

2)  A  Hotel /Motel  Room  Occupancy  Excise. 

In  Massachusetts  the  State  levies  a  5%  room  occupancy  excise 
tax  with  a  14%  surcharge  on  that  tax  amount,  yielding  an  effective 
excise  rate  of  5.7%  on  the  price  of  room  occupancy. 

Presently,  the  City  of  Boston  receives  no  direct  revenues  from 
tourism  and  convention  activity  within  its  borders.  This  is  unusual 
in  that  nearly  all  other  major  convention  destinations  (Boston  is 
8th  in  convention  business)  receive  some  financial  support  from  the 
convention  business  either  through  a  locally  administered  room 
occupancy  excise  tax  and/or  sales  tax  or  from  sharing  revenues  with 
the  state  on  a  state-administered  room  occupancy  excise  tax. 

It  is  proposed  that  a  room  occupancy  surcharge  of  20%  be  added 
to  the  current  5%  base  for  Boston  hotels  and  motels,  to  be  collected 
by  the  Commonwealth  and  returned  directly  to  the  City.  The  20% 
surcharge  would  bring  the  effective  room  occupancy  rate  to  6.7% 
which  is  very  competitive  with  other  major  hotel  centers  such  as 
San  Francisco  and  Los  Angeles  (7.6%),  Washington,  D.C.  (8%), 
Atlanta  (6-10%),  New  Orleans  (6%),  and  New  York  (8.6%).  The  yield 
would  be  $700,000. 

3)  Higher  Education  Fee  Excise. 

Boston  has  the  highest  student-to-population  ratio  of  any 
major  city  in  the  country.     Over  100,000  students  attend  the 
institutions  of  higher  learning--uni vers i ties,  college,  vocational 
schools—within  city  borders.     For  the  most  part,  these  institutions 
are  exempt  from  property  taxation.     Their  students,  however,  are  a 
major  consumer  of  city  services,  both  as  individuals  and  as  students 
at  the  educational  institutions  which  consume  city  services. 

It  is  proposed  that  the  excise  tax  be  set  at  $10  per  full-time 
student  and  $3  per  part-time  student  per  quarter.     The  yield  is  $3 
million. 
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Group  III:     State  Fiscal  Responsibility  Legislation 

1)  State-Local   Revenue  Sharing. 

Since  fiscal  1975,  state  tax  revenue  has  increased  approxi- 
mately 33%.  In  the  same  period,  the  local  property  tax  levy  in 
Massachusetts  has  increased  by  36%.  If  the  future  is  not  to  bring 
even  more  property  tax  increases,  the  state  must  share  its  revenues 
with  its  cities  and  towns.  This  legislation  proposes  that  beginning 
in  fiscal  1979,  increased  state  tax  revenue  above  the  fiscal  1978 
actual  figures  be  shared  50-50  by  the  state  with  the  cities  and 
towns.  This  money  will  be  set  aside  in  a  new  local  aid  fund  and 
will  not  affect  current  local  aid  distribution.  Yield  is  unknown 
at  present. 

2)  Municipal  Revenue  Sharing  Formula. 

The  state-local  revenue  sharing  described  above  will  be  dis- 
tributed by  the  Municipal  Revenue  Sharing  Formula. 

The  share  of  the  total  distribution  going  to  each  municipality 
is  based  on  its  percentage  of  the  total  revenue  sharing  allocations 
made  by  the  U.S.  Treasury  Department  to  all  cities  and  towns  in  the 
State  during  the  last  entitlement  period  preceding  that  fiscal 
year,  such  percentage  being  modified  by  its  work  force  ratio  factor 
and  its  income  ratio  factor.  Boston's  share  of  state  aid  under 
this  program  would  be  20.8%  of  the  total  distribution. 

3)  Property  Tax  Status  for  Dormitories,  etc. 

This  bill  seeks  to  put  certain  property,  new  tax  exempt  property, 
back  on  the  property  tax  rolls.  In  particular,  we  are  seeking  to 
put  dormitories  and  residences  of  college  employees  (e.g.,  the 
President's  house)  on  the  tax  rolls  in  that  such  property  should 
not  be  given  a  preferential  status  over  the  residences,  say,  of 
Boston  citizens  who  attend  these  colleges  and  universities. 
Yield:  $2.5  million. 

4)  Expansion  of  Tax  Base  to  Include  Non-Public  Purpose  Massport 
Property. 

By  the  terms  of  Massachusetts  General  Laws  Chapter  91,  Section 
17,  any  property  owned  or  leased  by  Massport  cannot  be  taxed. 
While  this  exemption  is  probably  defensible  with  regard  to  the 
transportation  facilities  and  equipment  themselves,  like  other 
public  works,  much  of  Massport' s  property  is  leased  to  various 
commercial  concerns— motels,  restaurants,  shops,  etc. —like  any 
other  commercial  property  in  the  City.  It  is  indefensible  that  a 
motel  at  the  airport,  for  example,  should  enjoy  exemption  from 
taxation  given  to  no  other  hostelry  in  the  City  or  that  the  people 
of  Boston  should,  in  effect,  subsidize  the  refreshment  and  enter- 
tainment of  air  travelers. 
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The  bill  is  a  reasonable  and  equitable  one.  Boston  can  no 
longer  afford  to  pass  up  the  revenue  that  this  legislation  will 
provide.  The  bill  insures  that  no  business  gets  special  treatment 
and  it  protects  the  Massport  Authority  from  losing  rental  revenue. 
This  bill  brings  Logan  Airport  into  line  with  the  City  as  a  whole 
and  with  the  rest  of  the  country,  where  nearly  every  major  airport's 
businesses  pay  some  form  of  property  tax.  Yield:  $2.5  million. 

5)  State  Reimbursement  for  State  Owned  Tax-Exempt  Property. 

Since  the  benefits  of  State  owned  tax-exempt  property,  extend 
beyond  the  borders  of  Boston  it  is  proposed  that  the  costs  of  these 
institutions  also  be  shared. 

It  is  recommended  that  the  State  reimburse  the  City  of  Boston 
for  20?£  of  the  amount  of  its  property  tax  exemptions.  This  is 
proposed  through  a  change  in  Chapter  58,  Section  13,  so  that  the 
value  of  state  buildings,  as  well  as  state  land,  is  reimbursed.  It 
is  also  proposed  that  this  legislation  only  apply  to  those  communities 
which  are  severly  impacted  by  state  buildings.  Hence  we  have 
proposed  a  trigger  mechanism  of  5%  of  equalized  value. 

6)  Commonwealth  Resume  Paying  Medical  Expenses  of  Persons  on 
General  Relief. 

In  fiscal  1976,  the  State  cut  medical  expenses  from  General 
Relief  Assistance.  The  result  was  not  that  the  General  Relief 
recipients  went  without  necessary  medical  care,  rather,  these 
recipients  knocked  on  the  door  of  charity  hospitals  run  by  the 
urban  centers  across  the  Commonwealth.  Boston  City  Hospital  is  one 
of  those  hospitals  which  under  its  charter  must  provide  medical 
care  to  the  indigent.  While  the  State  "cut  costs",  the  City 
Hospital  incurred  a  total  cost  of  $15  million  by  providing  medical 
care  to  General  Relief  recipients.  The  percent  of  patients  with  no 
resources  rose  from  4%  to  30%  in  one  year. 

The  legislation  simply  provides  for  the  Commonwealth  to  resume 
the  payment  of  medical  expenses  to  persons  on  General  Relief. 

7)  Veterans  Benefits. 

Under  proposed  legislation,  qualified  veterans  would  be  trans- 
ferred to  benefit  programs  administered  by  the  U.S.  Social  Security 
Administration  and  they  would  receive  their  assistance  under 
federally-established  standards.  Veterans  and  their  dependents  not 
qualifying  for  assistance  under  the  Social  Security  Act  would  still 
be  covered  under  the  State's  own  General  Relief  program.  The 
legislation  would  not  affect  the  eligibility  of  veterans  for 
specified  benefits  not  encompassed  under  the  Social  Security  Act  of 
General  Relief.  Adoption  of  this  legislation  would  result  in  a  net 
cost  reduction  to  the  City  of  Boston  of  $4  million. 
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8)  Urban  Renewal  Payments  Accelerated. 

In  1961  the  State  passed*  legislation  providing  State  urban 
renewal  assistance  to  federally  funded  projects.  The  State  was  to 
provide  this  assistance  by  paying  for  one-quarter  of  the  cost  of 
these  projects.  Presently,  the  State  is  delinquent  in  payment  to 
the  City  of  Boston  by  the  amount  of  $8,874,932.78  and  it  is  estimated 
that  the  1976  entitlement  will  be  $2,692,167.94,  for  a  total  of 
$11.5  million  due  to  Boston  from  the  State. 

Nonpayment  by  the  State  is  due  to  a  current  ceiling  of  $3.5 
million  of  disbursements  under  this  program  imposed  in  any  fiscal 
year.  The  submitted  legislation,  which  will  only  be  a  first  step, 
is  to  have  this  ceiling  lifted.  The  second  step  will  be  to  seek  an 
appropriation  to  pay  this  bill.  In  the  past  this  bill  has  been 
filed  and  supported  by  the  Department  of  Community  Affairs. 

9)  MBTA  Deficit  Assistance  to  Cities  and  Towns. 

Mass  transit  services  provided  by  the  Massachusetts  Bay 
Transportation  Authority  (MBTA)  includes  express  and  local  services 
via  trains,  rapid  transit,  trolley  cars  and  buses.  Fares  and  other 
revenues  cover  only  part  of  the  cost,  so  assessments  are  made  on 
local  governments  to  help  pay  the  rest.  Unlike  many  other  metro- 
politan areas  where  the  transportation  systems  are  supported  by 
regional  sales  or  payroll  taxes,  Massachusetts  localities  are  able 
to  use  only  the  local  property  tax  to  support  the  MBTA.  Therefore, 
MBTA  assessments  are  included  in  the  property  tax  levy  of  each  city 
and  town  in  the  MBTA  district.  Of  the  amount  assessed  on  local 
property  taxes,  a  yery   large  share,  $33  million  (42%),  is  assessed 
on  Boston. 

This  proposal  seeks  to  have  the  Commonwealth  increase  its 
assistance  to  the  MBTA  from  50%  of  the  operating  deficit  to  50%  of 
the  local  service  deficit  and  100%  of  the  express  service  deficit. 
The  Commonwealth  would  also  pay  100%  of  debt  service  (increase  from 
!)  and  100%  of  the  State  Treasurer's  change. 


The  proposal  would  decrease  by  63%  the  average  MBTA  deficit 
assessment  on  the  cities  and  towns.  Boston  would  receive  a  64% 
reduction  of  MBTA  assessment,  or  a  savings  of  $20,927,000,  equivalent 
to  about  $12.60  on  the  tax  rate.  The  total  cost  to  the  state  is 
estimated  to  be  $48,618,000. 

10)  One  Percentage  Point  of  Meals  Tax  Returned  to  Cities  and 
Towns  of  Origin. 

It  is  proposed  that  l/6th  on  1  percentage  point  of  Mass.  meals 
tax  be  returned  to  the  city  or  town  of  origin.  This  is  a  form  of 
state-local  revenue  sharing  which  could  be  helpful  to  all  cities 
and  towns  in  the  amount  of  over  $20  million.  It  would  be  worth 
about  $4  million  to  Boston. 
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TABLE  I:  WHERE  THE  MONEY  GOES  (in  OOO' s) 


Appropriations 
FY  77        FY  78 


Departmental  Maintenance 
City 
County 
School 

Fixed  Charges 

Contributory  Pensions 
Debt  Service 
MBTA  Assessment 
Overlay  Deficit 
Sewer  Charge  Deficit 
Prior  Fiscal  Year  Deficit 

Metropolitan  &  State  Assessments 
Metropolitan  Parks 
State  Assessments 

Total  Estimated  Expenditures 


$466,230 

$482,349 

273,068 

280,455 

28,161 

29,194 

165,000 

172,600 

189,946 

193,332 

50,796 

54,523 

65,799 

73,550 

31,235 

32,751 

15,838 

17,509 

5,564 

— 

20,714 

15,000 

4,918 

4,681 

3,250 

3,186 

1,669 

1,495 

(71%) 


(28%) 


$661,094 


(1%) 


$680,363   (100%) 


Increases 
(Decrease) 

$16,120 
7,487 
1,033 
7,600 

3,386 
3,727 
7,750 
1,516 
1,671 
(5,564) 
(5,714) 

(236) 

(173) 

$19,269 


Source:  Boston  Municipal  Research  Bureau  Special  Report 
September  30,  1977. 
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TABLE  II:  WHERE 

THE  MONEY  COMES 

FROM  (in 

000's) 

Revenues 

Increase 

FY  77 

FY  78 

(Decrease) 

Departmental  Revenues 

$  79,859 

$  92,560 

14% 

$12,701 

Health  and  Hospitals 

56,040 

59,280 

3,240 

Other  City 

16,068 

24,582 

8,515 

School 

561 

1,067 

506 

County 

7,190 

7,631 

440 

State  Distributions  & 

Reimbursements 

102,628 

125,135 

18% 

22,507 

Chapter  70  School  Aid 

49,369 

27,753 

(21,615) 

Special  Education  (Ch.  766) 

4,145 

34,661 

30,516 

Teachers'  Pensions 

14,562 

15,885 

1,323 

School  Construction 

11,228 

13,588 

2,360 

Transportation  of  Children 

4,376 

4,796 

419 

Bilingual,  vocational 

education 

3,127 

4,677 

1,551 

Lottery 

8,410 

9,769 

1,359 

Highway  Fund 

1,451 

1,361 

(90) 

City 

5,078 

9,892 

4,813 

County 

882 

2,753 

1,871 

Federal  Revenue  Sharing  Funds 

26,735 

21,400\ 

(5,335) 

Federal  Countercyclical  Aid 

6,231 

7,900- 

-^*4% 

1,669 

Motor  Vehicle  Excise  Tax 

14,124 

12,121v 

\ 

(2,003) 

Chapter  121A  properties  excise 

6,371 

7,218 

J>2% 

847 

Parking  Meter  Fees 

1,500 

1,500- 

s^ 

— 

Total  Non-property  tax  revenue 

237,448 

267,883 

39% 
61% 

30,385 

Net  property  tax  revenue 

423,646 

412,530 

(11,116) 

Total  estimated  revenue 


$661,094 


$680,363   100% 


$19,269 


Source:  Boston  Municipal  Research  Bureau  Special  Report 
September  30,  1977. 


■33- 


TABLE   III:     COMPARISON  OF  SCHOOL  &  GENERAL  TAX  RATES   1972-1978 


School  Rate 

General  Rate 

School  % 

General  % 

Tax  Rate 

Calendar  1972 

35.17 

161.53 

17.9 

82.1 

196.70 

1973-74  (18  mos) 

42.82 

153.88 

21.8 

78.2 

196.70 

Fiscal  1975 

48.91 

147.79 

24.9 

75.1 

196.70 

Fiscal  1976 

45.41 

151.29 

23.1 

76.9 

196.70 

Fiscal  1977 

81.87 

171.03 

32.4 

67.6 

252.90 

Fiscal  1978 

79.96 

172.94 

31.6 

68.4 

252.90 

Source:     Boston  City  Hall  Budget  Office  (0MB)  Statistics. 
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TABLE  VII:     STATE  REVENUE  RAISED   IN  BOSTON 
(Millions  of  Dollars) 


I.  State  Individual,  Corporate  & 
Bank  Income  Tax  Revenue(l) 

City  Share  of  State  Gross  Product(2) 

Estimated  State  Income  Tax  Revenue 
Raised  in  Boston 

II.  State  Sales  &  Related  Taxes  Raised(l) 

City  Share  of  State  Sales(3) 

Estimated  State  Sales  &  Related 
Taxes  Raised  in  Boston 

III.  State  Miscellaneous  Taxes  Raised(l) 

City  Share  of  Miscellaneous  Taxes 
Raised (4) 

Estimated  State  Miscellaneous 
Taxes  Raised  in  Boston 

IV.  Total  State  Revenue  Raised  in  Boston 

V.  Total  State  Revenue(5) 

Share  of  State  Revenue  Raised  in  Boston 


Fiscal  Year 
1976 
Estimated 

1977 
Projected 

$1,617.4 

$1,676.3 

27% 

27% 

$  436.7 

$  452.6 

$  903.6 

$1,038.9 

15% 

15% 

$  135.5 

$  155.8 

$   86.0 

$   86.7 

11% 

11% 

$    9.5 

$    9.5 

$  581.7 

$  617.9 

$2,641.3 

$2,836.6 

22% 

22% 

Sources:  BRA  estimates. 

(1)  State  Department  of  Administration  and  Finance, 
"Estimates  of  Revenues  to  be  Received  in 
the  1977  and  1978  Fiscal  Years  Compared 
with  Revenues  Received  in  the  1976  Fiscal 
Year..." 
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TABLE  VII:  (Continued) 


Sources 


(2)  Federal  Reserve  Bank  of  Boston, 

Melissa  M.  Laube  and  Richard  F.  Syron, 
"New  England's  Gross  Product,  1960-74", 
Boston  1976. 

Alexander  Ganz  and  Peter  Menconeri , 

"Estimates  of  Boston's  Gross  Product", 
Boston  Redevelopment  Authority, 
Research  Department,  based,  in  part, 
on  earned  personal  income  estimates  of 
the  U.S.  Department  of  Commerce, 
Bureau  of  Economic  Analysis,  Regional 
Economic  Analysis  Division. 

(3)  U.S.  Department  of  Commerce, 

Retail  Trade  Census,  1972. 

(4)  State  Census  of  Population,  1975. 

(5)  Total  includes  tax  on  State  racing. 


-41- 


TABLE  VIII:  BOSTON'S  LABOR  FORCE  AND  COMMUTING  PATTERNS:  1960  AND  1970 

(Thousands  of  Workers) 


1960  1970 


Total  City  Population 
Total  Jobs  in  Boston 
In-commuters  Holding  City  Jobs 
Total  City  Resident  Labor  Force 
City  Resident  Workers 
Jobs/Labor  Force 


Source:     U.S.  Census  I960,  1970 
BRA. 


698 

641 

504 

534 

259 

315 

288 

268 

245  (48.6%) 

219  (41%) 

1.75 

1.99 
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TABLE  IX:  MEDIAN  INCOME:  CITY  OF  BOSTON  vs.  METROPOLITAN  AREA,  1970 


Metropolitan  Area 

City  of  Boston 

Ratio  Metro.  Area/City 


Families 

Families  and          (1) 
Unrelated  Individuals 

$11,449 

$8,742 

9,133 

5,921 

1.25 

1.48 

Source:  Bureau  of  Census,  General  Social  &  Economic 
Characteristics,  Mass. ,  pg.  355. 

(1)  Boston  has  21%  of  the  region's  population 

and  40%  of  the  region's  unrelated  individuals. 
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TABLE  X:  POVERTY  OF  FAMILIES  IN  BOSTON  vs.  SMSA 


Boston  as 
Boston       SMSA         %  of  SMSA 

Number  of  Families         142,019      661,650         21% 

Number  of  Families  below      16,624      40,236         41% 
poverty  level 


Source:  Bureau  of  Census:  General  Social  and  Economic 
Characteristics:  Mass.,  1970. 
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